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COMMISSIONERS

DOUG LITTLE -
BOB STUMP
BOB BURNS
TOM FORESE
ANDY TOBIN

IN THE MATTER OF THE COMMISSION'S
INVESTIGATION OF VALUE AND COST OF
DISTRIBUTED GENERATION.

On August 5, 2016, Staff filed its Reply Brief Staff has the following corrections that it

Replacement pages are attached to this Notice of Filing. Please replace, pages 7, 12 and 13 in

Arizona Gorporation commission

CKEDU(

Page 7 ,  Change Footnote 20 to read "Tr.  a t 1969 (Beach)."
Footnote 21 to read "Tr. at 2001 (Beach)."

Page 12, Line ll, Add ", namely Vote Solar," after "approach', Same Page, Line 16,
Delete "They, and RUCO," and Replace it with "TASC and Vote Solar"

Page 13, Line 1, Delete "And" and Insert "RUCO" after "Vote Solar". Same Page,
Line 2, Delete "and" and Insert ", and RUCO" after "TASC". Same Page, Line 6,
Delete "export" and Insert "compensation" in its place.
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1 On this 8th day of August, 2016, the foregoing document was filed with Docket Control as a Utilities
Division Notice of Errata and copies of the foregoing were mailed on behalf of the Utilities Division

2 to the following who have not consented to email service. On this dates or as soon as possible
thereafter, the Commission's eDocket program will automatically email a link to the foregoing to the
following who have consented to email service.3

4 Dillon Holmes
CLEAN POWER ARIZONA

5 9635 n. 7th Street #47520
Phoenix, AZ 85068

6 dillon@cleanpoweraz.org
Consented to Service by Email

7

8

9

10

Garry D. Hays
LAW OFFICES OF GARRY D. HAYS, PC
2198 East Camelback Road, Suite 305
Phoenix, Az 85016
Attorney for Arizona Solar Deployment
Alliance

Timothy M. Hogan
ARIZONA CENTER FOR LAW IN THE
PUBLIC INTEREST
514 W. Roosevelt St.
Phoenix, AZ 85003
Attorneys for Vote Solar and Western
Resource Advocates
thogan@aclpi.org
rick@votesolar.org
briana@votesolar.org
ken.wilson@westemr_esour9es.org
cosuala@earthjustice.org
mhiatt@earthjustice.org
Consented to Service by Email

13

14

15

C. Webb Crockett
Patrick J. Black
FENNEMORE CRAIG, PC
2394 East Camelback Road, Suite 600
Phoenix, AZ 85016-3429
Attorneys for Freeport Minerals
and AECC
wcrockett@fclaw.com
pblack@fclaw.com
Consented to Service by Email

Meghan H. Grabel
OSBORN MALEDON, PA
2929 N. Central Ave., Suite 2100
Phoenix, AZ 85012
Attorneys for Arizona Investment Council
m8rabe1@om1aw.com
gyaquinto@arizonaic.org
Consented to Service by Email

16 Daniel W. Pozefsky, Chief Counsel
RESIDENTIAL UTILITY CONSUMER
OFFICE
1110 W. Washington, Suite 220
Phoenix, AZ 85007
dpozefsky@azruco.gov
Consented to Service by Email

Court s. Rich
17 ROSE LAW GROUP PC

7144 E. Stetson Dr., Suite 300
18 Scottsdale, AZ85251

Attorney for the Alliance for Solar Choice
19 crich@roselawgroup.com

Consented to Service by Email
20

21

Lewis Levinson
1308 East Cedar Lane
Payson, AZ 85541

22

Richard C. Adkerson
AJO IMPROVEMENT COMPANY
333 N. Central Ave.
Phoenix, AZ 85004-2189

23

24

25

26

Craig A. Marks
CRAIG A. MARKS, PLC
10645 N. Tatum Blvd., Suite 200-676
Phoenix, AZ 85028
Attorney for Arizona Utility Ratepayer
Alliance
Craig.Marks@azbar.org
Consented to Service by Email

27

28

Jennifer A. Cranston
GALLAGHER & KENNEDY, PA
2575 E. Camelback Rd., Suite 1100
Phoenix, AZ 85016
Attorneys for Grand Canyon State Electric
Cooperative Association, Inc.
jennifer.cranston@gknet.com
Consented to Service by Email for Grand
Canvon State ElectriC Cooperative
Association, Inc.
Also Attorney for AEPCO and Dixie Escalante
Rural Electric Association, Inc. who have not
consented to Email service
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1

2

3

4

5

6

Michael W. Patten
Timothy J. Sabo
Jason D. Gellman
SNELL & WILMER, LLP
One Arizona Center
400 E. Van Buren St., Suite 1900
Phoenix, AZ 85004
Attorneys for Ajo Improvement Company,
Morenci Water and Electric Company, Trico
Electric Cooperative, Inc., Tucson Electric
Power Company, and UNS Electric, Inc.

Dan McC1endon
Marcus Lewis
GARKANE ENERGY COOPERATIVE, INC.
P.O. Box 465
Loa, UT 84747

7

8

9

Gary Pierson
ARIZONA ELECTRIC POWER
COOPERATIVE, INC.
P.O. Box 670
1000 S. Highway 80
Benson, AZ 85602

William P. Sullivan
LAW OFFICES OF WILLIAM p.
SULLIVAN, PLLC
501 East Thomas Road
Phoenix, AZ 85012-3205
Attorneys for Garkane Energy Cooperative,
Inc., Mohave Electric Cooperative, Inc.,
Navopache Electric Cooperative, Inc.

10

Than W. Ashby, Office Manager
GRAHAM COUNTY ELECTRIC
COOPERATIVE, INC.
9 W. Center St.
P.O. Drawer B
Pima, AZ 85543

Thomas A. Loquvam
l l Thomas L. Mum aw

Melissa M. Krueger
12 PINNACLE WEST CAPITAL

CORPORATION
13 P.O. Box 53999, MS 8695

Phoenix, AZ 85072
14 Attorneys for Arizona Public Service

Company
15 thomas.loquvam@pinnac_lewest.com

Consented to Service by Email

Tyler Carlson, CEO
Peggy Gillian, Manager of Public Affairs
MOHAVE ELECTRIC COOPERATIVE,
INC.
P.O. Box 1045
Bullhead City, AZ 86430

16
Vincent Nitido, CEO/General Manger
TRICO ELECTRIC COOPERATIVE, INC.
8600 West Tangerine Road
Maraca, AZ 8565817

18

Charles C. Kretek, General Counsel
COLUMBUS ELECTRIC COOPERATIVE,
INC.
P.O. Box 631
Deming, NM 8803 l

19

Roy Archer, President
MORENCI WATER AND ELECTRIC
COMPANY and AJO IMPROVEMENT
COMPANY
P.O. Box 68
Morenci, AZ 85540

20

21

LaDen Laub, President and CEO
DIXIE ESCALANTE RURAL ELECTRIC
ASSOCIATION
71 East Highway 56
Beryl, UT 84714

22

23
Nancy Baer
245 San Patricio Drive
Sedona, AZ 86336

24

Charles R. Moore
Paul O'Dair
NAVOPACHE ELECTRIC COOPERATIVE,
INC.
1878 West White Mountain Blvd.
Lakeside, AZ 85929

25

26

27

Steven Lunt, Chief Executive Officer
DUNCAN VALLEY ELECTRIC
COOPERATIVE, INC.
379597 AZ 75
P.O. Box 440
DLu1can, AZ 85534

Patricia Ferry
P.O. Box 433
Payson, AZ 85547

28
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1 Jeffrey W. Crockett
CROCKETT LAW GROUP, PLLC

2 2198 E. Camelback Rd., Suite 305
Phoenix, AZ 85016- 4747

3 Attorney for Sulphur Springs Valley Electric
Cooperative, Inc.

4 jeff@jeffcrockettlaw.com
kchapman@ssvec.com

5 jblair@ssvec.com
Consented to Service by Email

6

7

8

Bradley S. Carroll
TUCSON ELECTRIC POWER COMPANY

10

P.0. Box 711
Tucson, AZ 85701-0711
mpatten@swlavy.9om

9 bcarro1l@tep.com
docket@swlaw.com
Consented to Service by Email

11

12

Susan H. Pitcairn, MS
Richard H. Pitcairn, PhD DVM
1865 GLM Fury Road
Sedona, AZ 86336

13

14

15

16

David G. Hutchens, President
Kevin P. Larson, Director
UNS ELECTRIC, INC.
88 E. Broadway Blvd., MS HQE901
P.O. Box 711
Tucson, AZ 85701-0711

17 Tom Harris, Chairman
ARIZONA SOLAR ENERGY INDUSTRIES

18 ASSOCIATION
2122 W. Lone Cactus Dr., Suite 2

19 Phoenix, AZ 85027
Tom_.Ij1arris@AriSEIA.org

20 Consented to Service by Email

21

2 2

23

Nicholas J. Enoch
LUBIN & ENOCH, P.C.
349 North Fourth Avenue
Phoenix, AZ 85003
Attorneys for IBEW Locals 387, 1116 & 769

24

25

26 By:
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1 As to the second point, Staff sees no difference between Staffs proposal and STEP/UNSE's

2 proposal. Under either the TEP/UNSE single PPA approach or the Staff Resource Comparison

3 methodology, the rates would be locked in for a period of time. Under Staff's proposal the prices

4 would be locked in until STEP/UNSE's next rate case. Thus, to the extent "economic uncertainty" is

5 created, which Staff disputes, it would occur to the same extent under the Companies' single PPA

6 proposal.

7 Vote Solar and TASC argue that value could vary dramatically depending on which utility-

8 scale PPA is used and the parameters employed, making the result of the methodology "arbitrary."'9

9 They also argue that grid-scale facilities are not interchangeable with rooftop DG and therefore

10 attempting to use them as a proxy for one another is inappropriate. Staff disagrees with both of these

l l points. Staffs Resource Comparison methodology is not "arbitrary." It is based upon the electric

12 utility's actual costs for the last five years (or whatever period the Commission decides to select) and

13 includes the actual PPA prices and revenue requirements of utility owned grid-scale solar facilities.

14 The variables incorporated into the spreadsheet used for this purpose allow for differences in

15 weighting and selection criteria and other variables to ensure that a representative cost per kph is

16 produced. In the end, the methodology produces an accurate and reliable indication of the utility's

17 costs associated with its solar generation facilities including both PPAs and utility owned facilities.

18 As to Vote Solar and TASC's second point, which would apply to all of the grid-scale

19 alternatives offered in this case, grid-scale solar PPA's or utility owned solar facilities are the cost

20 that would be typically avoided since they are the most likely to be used in place of solar DG. At the

21 hearing, TASC witness Beach in fact stated that an apples to apples comparison was possible if you

22 subtracted the long-run marginal costs associated with transmission since rooftop solar (as opposed to

23 grid-scale) is on-site." Mr. Beach stated that the calculation was not "particularly difficult.21

24

25

26

27

28
19 ld.
20 Tr. at 1969 (Beach).

21 Tr. at 2001 (Beach).
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1 STEP/UNSE's short-term avoided cost methodology utilizes several models recently adopted

2 by the Utah Public Service Commission.44 Both are short-term cost methodologies, but according to

3 the TEP/UNSE witness Tilghman, one can incorporate long benefits associated with a VOS

4 analysis.45

5 Significant debate continues on the issue of whether to utilize a long-term or short-term

6 analysis for purposes of a VOS analysis. RUCO, TASC and Vote Solar propose a long-term analyses

7 which would utilize the economic life of the solar system (20-30 years). APS and TEP/UNSE

8 recommend that the VOS determination be based upon a short-term analysis. The long-term analysis

9 would incorporate forecasts and planning horizons comparable to an Integrated Resource Plan

10 ("IP"). A short-term analysis is more consistent with the historic test year concept. The proponents

l l of the long-term approach, namely Vote Solar, suggest that it is the only appropriate way to

12 determine the value of solar. They also argue that the purpose of the VOS methodology is not to set

13 actual rates. The purpose of the VOS calculation is to guide the Commission's policy determinations

14 regarding appropriate rate design change for rooftop solar. TASC and Vote Solar argue that a short-

15 term methodology is but a snapshot of costs and benefits and does not account for the long-term

16 benefits of resource supply options like DG export. TASC and Vote Solar argue that only through a

17 long-term avoided costing methodology can one actually determine the "value of solar." Anything

18 short of this will not be reflective of what the value of solar actually is, and will therefore not be

19 useful to the Commission when making changes rates and rate design affecting solar customers.

20 While Staff prefers a more limited forecasting period, (i.e., no longer than the time between

21 rates or approximately 5 years) it also acknowledged that if the Commission desires to utilize a long-

22 term forecast to determine the value of solar, there are ways to address to some extent the inherent

23 risk associated with longer term forecasts. First, limiting the analysis to those costs and benefits that

24 more easily quantified as suggested by RUCO may be appropriate. Second, more frequent updates of

25 the forecasted data could be another mechanism to address the risk that the forecast will likely

26 change.

27

28 44 Vote Solar Initial Br. at 26.
45 Staffs Initial Br. at 25 .
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1

2 Vote Solar, TASC, and RUCO advocate the use of long-term avoided cost methodologies that

3 would extend out to encompass the economic life of a typical solar PV system (approximately 20-30

4 years). Their various approaches are set forth in the testimonies of RUCO witness Huber, Vote Solar

5 witnesses Kobor and Volk ran and TASC witness Beach.

6 RUCO's long-term methodology would also incorporate a step down in the compensation

7 rate, the timing and amount of which would be at the discretion of the Commission. Staff' s concerns

8 regarding RUCO's step down approach were discussed in its Initial Brief.

9 APS argues that a long-term avoided cost approach is likely to rely on the forecasts that turn

10 out to be wrong and will likely result in non-DG customers overpaying for the service they receive.

l l APS argues that there are important differences between rooftop solar and utility resources that a

12 utility procures as part of the long-term resource planning process.46 A utility can exercise control

13 over its long-term resources and can call on them when needed. There are penalties involved if a

14 third-party fails to perform.47 This is not the case with rooftop solar. Rooftop solar is not designed to

15 fulfill a specific need by the utility and the utility cannot rely upon rooftop solar to remain available

16 and capable of producing power over the life of its system.48

17 Staffs position on these issues was discussed in the section on APS's short-term avoided

18 costing methodology. In addition, Staff witness Solganick addressed two issues with Vote Solar's

19 proposals in this Docket. First, Vote Solar proposes using a current rooftop solar penetration level

20 for an analysis that spans twenty to thirty years.49 Staff opposes this and believes the penetration rate

21 should be synchronized with the study period. Finally with respect to an appropriate discount rate,

22 Staff witness Solganick agreed with the utilities that the Commission should use the Companies

23 weighted average cost of capital rather than the inflation rate suggested by witness Kobor.

24 0 o l

25 J 0 0

26

27

28

c. Criticisms Of The TASC, Vote Solar And RUCO Long-Term Avoided Cost
Methodologies.

46 Albert Direct Test., Ex. APS-5 at 19.
47 Id
48 Id

49 See Solganick Rebuttal Test. Staff Ex. 3, at 15 citing to Kobor Direct Test. at 23).

13


